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Preface

This Pronpt Paynent User Quide is a practical aid for DOL staff
involved in the process of paying comercial invoices. It
conpl enments both the DLMS 6-900 chapter on cash managenent and
t he DOLAR$ Accounts Payabl e subsyst em desktop procedures.

The Pronpt Payment Act (PL 97-177) prescribes policies and
procedures for paying proper invoices under Federal contracts.
This Act provides for tinely paynent which should |lead to better
rel ationships with contractors, inprove conpetition for

Gover nment busi ness and reduce costs to the Governnent for
property and services. The Act requires agencies to nmake tinely
paynents, take di scounts when advantageous, and pay i nterest
penalties on | ate paynents of proper invoices.

Conpliance with the Pronpt Paynent Act is a Federal financial
managenent priority initiative. The Departnent is required by
OMB to periodically report performance data on such conpliance as
well as to have a quality control programin place. Internally,
paynment statistics help identify deficiencies in the performance
of servicing finance offices and indicate where corrective
actions are needed.

This GQuide is divided into seven sections:

Section | focuses on the Pronpt Paynment Act requirenments and
procedures as pronmulgated in OMB Circular No. A-125, and
integrates the Act wwth the day-to-day activities in the
Depart nent .

Section Il provides |layouts and definitions for required
pronpt pay reports, including those required by QVB.

Section |1l defines the Departnent's quality control program
and offers specific direction on how to sanple paynent data
for pronpt pay purposes where needed.

Addendum A is a dossary of Financial Terns, providing
definitions of key words and phrases used in paynent
actions.

Addendum B consi sts of comonly asked Questions and Answers.

Addendum C i s a conpendi um of successful procedures or
operational strategies that have assisted various servicing
finance offices in conplying with pronpt pay requirenents.
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Addendum D cont ai ns ref erences.
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Prompt Payment Act Requirements and Procedures

The basis for these regul ations and procedures is either the
Pronpt Paynment Act itself or OVMB Crcular No. A-125.

A.

Record-keeping: There are three nethods of generating and
retaining official paynment records:

1

For Paynents Made Through A/P: Entry of required data
into this subsystemneets all internal and external
record- keepi ng and reporting requirenents.

For Paynents Made Through an Automated Bill - Payi ng
System Ot her Than A/P: |If the systemtracks and
reports OVB-required information, no additional record-
keeping is required. |If it does not, suppl enental
records nust be kept.

For Paynment Made Manual |y Using Form SF-1166 or
Treasury's Electronic Certification System The data
el ements which nust be recorded depend on the sanpling
techni que used for quality control.

Document Review: There are four types of review
requi renments under the Pronpt Paynent Act:

1

Contracts/Purchase Orders: Determne if the
contractual instrument is proper (See G ossary). |If
there are mssing data elenents, obtain themfromthe
responsi ble office. Then verify that the correct
fundi ng has been obligated i n DOLARS.

Receiving Reports: Determne if the receiving report
is proper (See Gossary). |If there are m ssing data
el enents, obtain themfromthe responsible office.

Then verify that the correct funding has been shifted
to accounts payable (i.e., an accrual nmade) in DOLARS$

Goods and services should be accepted (and the
Recei vi ng Report should be dated) pronptly and
forwarded to the office designated to receive the
invoice within five working days. Delay in acceptance
may affect the due date. Please see "RECEIPT OF

INVO CE" in the Gossary for nore detail.

I nvoi ces: Annotate the date received on the face of
the invoice. (The date received is required to
determ ne the paynent due date.) Determne if the
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invoice is proper (See dossary). An inproperly
prepared invoice should be returned to the vendor

wi thin seven days of the invoice receipt date with
docunentation of the deficiency. |If the vendor has
submtted the invoice to an office (address) other than
that specified on the contract/purchase order, the

i nvoice may be returned within seven days to the vendor
along with the correct address. |If the vendor sends
its first invoice to the wong address and it is

adm ni stratively convenient for the Departnent, the
receiving office may accept the invoice and advi se the
vendor that future invoices should be sent to the
proper address or they will be returned.! . The day
the billing office receives the inproperly addressed

i nvoi ce becones the "start date", as defined bel ow

Properly prepared invoices should then be recorded in
AP or the appropriate program accounting system
Finally, determne if an unliquidated obligation
(undel i vered order) exists and, if so, send invoice to
the responsible office for certification; if instead
there is an accounts payabl e (established based on a
receiving report), the invoice is ready for tinely
paynment. |If neither exists, use special procedures for
approval of "obligate and pay" actions.

4. Certified Invoices: Determne if the certification
i ncludes the date the goods/services were received and
accepted, and has been signed by a proper official. |If

either is mssing, contact the responsible office to
obtain proper certification.

C. Start Dates: To pay an invoice on tinme, a "start date" nust
be established, commonly referred to as the date when the
"Pronpt Pay C ock" begins. The start date is the |later of:

1. Accept ance of products or services indicated by a
proper signature and date on a receiving report.

1 Upon recei pt of a defective invoice nost vendors will
correct the deficiency and submt a new invoice. However, it is
possi ble for the vendor to anmend the original invoice and
resubmt it. In either case, the seven day tine period for
return is inportant because del ays beyond that reduce the nunber
of days avail able to make proper paynent w thout incurring any
i nterest penalty.
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2. Recei pt and dating of a proper invoice by the office
designated to receive the invoice.

Failure to date the invoice noves the start date up to the

i nvoi ce date. The date of invoice certification is not
relevant to the start date unless a certified invoice is the
first docunent received in the servicing finance office.

A7 R- 2/ 94



Due Dates: Absent other contractual specifications, paynment
is due 30 days fromthe start date. To calculate the due
dat e:

1. Do not count the start date, but instead begin counting
with the first day after the start date. Example: IT
the start date 1s May 1, and the payment terms are 30
days, then the 30 days begin on May 2, making the
payment due date May 31.

2. When the paynent due date falls on a Saturday, Sunday,
or |l egal holiday when DOL offices are closed and
gover nment business is not expected to be conducted,
paynment may be made on the first business day foll ow ng
t he weekend or | egal holiday without incurring late
paynment interest penalties.

The Accounts Payabl e subsystem of DOLAR$ automatically
cal cul at es due dat es.

Document Flow: Departnental policy requires on-tine
paynments (See dossary). |If a paynent is nmade early (eight
or nore days before the paynent due date), the Governnent
may waste noney by having to borrow nore than it woul d
otherwi se need. |If a paynent is nmade after the paynment due
date, the Departnent may waste noney by having to pay
penalty interest charges. To facilitate on-tinme paynents:

1. Recei ving Reports should be transmtted so that they
reach the servicing finance office not later than five
days follow ng dating of the report.

2. | nvoi ces should be transmtted for certification so
that they reach the responsible programofficial not
| ater than three days after arrival in the Departnent.

3. Certified Invoices should be transmtted so that they
reach the servicing finance office ASAP but not |ater
than 20 days after arrival in the Departnent.

Taki ng advant ageous di scounts tinely requires accel eration
of all these tine franes.

Payments: After an obligation has been established, paynent
may be made upon receipt of a certified invoice or a
receiving report and an uncertified invoice. Capsulized
bel ow are the commopn paynent situations in the Departnent.
Paynent s:
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1. Made Through the A/ P Subsystem the system
requirenents for verification and scheduling nust be
conpleted tinely and the paynent tape nust arrive at
Treasury on the "A/P Tape Sent" date.

Verify on AP Sched A/ P Tape Treasury

Due Date Al P by Dat e Sent Check by
Monday Wed COB  Wed ni ght Thu Mon
Tuesday Thu COB  Thu ni ght Fri Tue

Wednesday Fri COB  Fri night Mon Wed
Thur sday Mon COB  Mon ni ght Tue Thu
Fri day Tue COB  Tue night Wd Fri

Note that the Departnent has configured scheduling
dates in the Accounts Payabl e subsystem so three days
are allowed for transmttal to/processing by Treasury.

2. Made Through Qther Bill-Paying Systens: |f the system
generates a tape for Treasury, the tape should be
received by Treasury in the sane tinme franme as those
fromthe Accounts Payabl e subsystem as shown above.

3. Made Manual |y Using SF-1166:

Compl et e Overnight to Treasury
Due Date SF-1166 Treasury by Check by
Monday Wednesday Thur sday Mon
Tuesday Thur sday Fri day Tue
Wednesday Fri day Monday Wd
Thursday Monday Tuesday Thu
Fri day Tuesday Wednesday Fri

Treasury often exceeds dates shown on nanual s.

4. Made Over CGovernnment Holiday: |In all of the above,
al l ow one additional day for each government holi day.

5. Wth Different Due Dates: |f one invoice conbines
several different purchase orders, each with a
di fferent paynent due date, the invoice is paid
according to the ternms of each purchase order. This
may result in processing one or nore partial paynents
or special coding of the invoice.

Interest Penalties: Al paynents subject to the Pronpt
Paynent Act that are paid after the paynent due date, as
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wel | as certain discounts taken in error, require interest
to be paid to the vendor

1. Cal cul ation of Interest Penalties?:

a. Late paynent interest is calculated at the
interest rate in effect on the day after the due
date. Example: If the payment due date is
December 20 and the payment is made on May 10, the
interest rate used to calculate the iInterest
penalty is the rate in effect on December 21.
(Interest rates are established by the Department
of Treasury each January 1 and July 1.)

b. Interest is conputed fromthe day after the due
date through the paynent date. Example: If the
payment due date is January 3, and the payment is
made on January 22, interest must be computed
based on the payment being made 19 days late.

C. Interest cal cul ations are based on a 360 day year.

d. Adjustnents are to be made for errors in
calculating interest. The fornul ae used for
calculating interest are as foll ows:

For the first 30 days after the paynent due date:

No. of days after
Invoice Interest Rate due date to, and
Amount X Applicable on X i1ncluding, pmt date
Day after Due @  —-————————————
Date 360

For the paynents after the first 30 days late

Invoice No. of days after
Amount Interest Rate 30-day pd to, and

+ X Applicable on X i1ncluding, pmt date
Accrued Date of Payment = --------——————————o

2 Note that the Accounts Payabl e subsystem automatically
projects the paynent date by adding three days to the schedul e
date and conparing this wwth the due date. |If the paynent date
is later than the due date, the subsystem cal cul ates and
schedul es the appropriate interest anount.
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Interest 360

When an interest penalty that is due is not paid,
i nterest accrues on the unpaid anount, until paid,

except as described in 'g' below Interest
penal ties remai ning unpaid for any 30 day period
are added to the principal. Al interest

penalties thereafter accrue nonthly on the total
of principal and previously accrued interest.

Example: We receive a proper invoice for $10,000
and pay i1t 40 days late. |If the applicable late
payment interest rate is 10%, the late payment
interest is computed as follows:

Principal (invoice amount): $10,000.00
Interest owed after 30 days at 10%: + 83.34
+220 SO .

== ($10,000 x .1) x 30

’*S)))%&))))))))))))))Q=$%34*

- 220 SO —
Amount subject to penalty for next
30 days: 10,083.34
10 days interest owed: + 28.01
+220 SO .

- ($10,083.34 x .1) x 10
’*S))))%&))))))))))))))))Q=$%
- 20 S —

Total due after 40 days late: $10.,111.35

| nterest penalties do not continue to accrue for
nore than one year. Also, interest penalties do
not continue to accrue after a claimis filed for
penal ti es under the Contract D sputes Act of 1978.

| f the Departnent takes a paynent discount in
error and does not repay it on or before the
paynent due date, an interest penalty paynent is
owed to the vendor. The interest penalty is

cal cul ated on the anount of discount taken, for
t he period beginning the day after the specified
di scount date through the paynent date.

Example: Invoice amount $10,000,
Terms 5% 10 days/net 30 days
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(5% discount 1f paid in 10
days; TfTull price due in 30

days)

Discount payment date May 9
Discount taken May 13
Payment Due date May 31

Payment was made on May 13 taking the discount (in
error). |If we do not repay the amount of the
discount taken in error on or before May 31,
interest will be due for the period beginning May
10 through the payment date.

|f the Departnent fails to notify a vendor of a
defective invoice wthin seven days, the nunber of
days all owed for paynent of the corrected, proper
invoice will be reduced by the nunber of days

bet ween the seventh day and the day notification
was sent to the vendor. When the vendor corrects
the invoice and resubmts it, interest penalties,
if any, are based on an adjusted due date
reflecting the reduced nunber of days all owabl e
for paynent.

The Pronpt Paynment Act and G rcular No. A-125 do
not require interest penalties of |ess than one
dollar to be paid.

The Departnent is exenpted from paying an interest
penalty if it cannot conplete transm ssion of
paynment el ectronically (Vendor Express/ACH)
because of incorrect or inconplete account
information provided by the vendor. The exenption
applies to interest penalties accruing between the
date of attenpted transm ssion and the date on

whi ch the vendor supplies correct information to

t he Departnent, provided that the vendor has been
given notice of the defective account information
wi thin seven days after the Departnent is notified
of the defective information.

2. Paynment of Interest Penalties

a.

Interest may be paid only after the goods/services
have been accepted. This applies even if the
Department has an invoice that is accruing

i nterest because a receiving report has not been
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conpleted or an invoice certified. The invoice
cannot be paid sinply to avoid further interest
while awaiting the official acceptance.

b. Late paynent interest penalties are paid w thout
regard to a vendor request for such paynent unl ess
a vendor indicates in witing on the invoice that
interest is not to be paid. In this case, it is
equi valent to a contract condition, which would
override the 30-day Pronpt Pay default for paying
interest. (See Successful Operational Procedures
or Strategies - facilitating use of the AP
subsystem (p. 37), for procedures to handle this
situation; See DOLAR$ desktop procedures for
handl ing returned i nterest paynents as
m scel | aneous receipts.)

C. Whenever a | ate paynent interest penalty is paid,
a notice must be provided stating the anmount of
the interest penalty included in the paynent, the
rate used in calculating the interest, the nunber
of days used in the calculation, the contract/
purchase order nunber, and invoice nunber.?

d. I nterest penalties are paid fromthe
appropriation/fund which originally incurred the
obligation (unless prohibited by Iaw).

H. Additional Penalties: A vendor is entitled to an additi onal
penal ty paynent under the follow ng conditions:

1. The Departnent owes a | ate paynent interest penalty;

2. The Departnent makes a | ate paynent whi ch does not
include the interest penalty due to the vendor;

3. The Departnent does not pay the interest penalty within
10 days of the date on which paynent was nmade; and

4. The vendor requests paynent for overdue | ate paynent
interest penalties and additional penalties as follows:

a. The request is made in witing;

3 The Accounts Payabl e subsystem autonatically generates
such noti ces.
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b. A copy of the invoice in question is attached to
t he request;

C. The vendor includes certification of the date and
anmount of the principal paynent received; and

d. The request is postmarked no | ater than 40 days
after the date of paynent. |If not postmarked, the
request is valid if received and date stanped at
DOL by the 40th day. |If the Departnent fails to
date stanp the request, the date on the request
(vendor's date) nust be by the 40th day.

The additional penalty is equal to 100% of the original late
paynment interest penalty. Thus, it doubles the penalty.

The maxi mum additional penalty is $5,000, the m ni nrum $25.
The m ni mum anount is paid for all penalties between $1 and
$25.

Penal ti es Not Due: There are three instances where |late
paynment interest penalties do not apply:

1. | f the Departnent and the vendor disagree over the
anount of a paynent or other issues concerning
conpliance wwth the terns of a contract, the paynent
start date is adjusted by adding the nunber of days
required to resolve the dispute to the original paynent
due date. Example: The product and the applicable
invoice are received on January 2. A dispute over the
payment amount began on January 3 and was resolved on
January 15. January 15 becomes the new acceptance
date, and the payment due date is February 14.

2. When paynents are nmade solely for financing purposes or
in advance. (Note: These are strictly limted to
certain situations, e.g., subscriptions.)

3. For a period when amounts are withheld tenporarily in
accordance wth the contract.

Discounts: Discounts may be taken only when economcally
beneficial to the government. The follow ng requirenents
must be nmet before a discount can be taken:

1. When the discount terns are entered into the Accounts
Payabl e subsystem it conpares the benefit offered
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(versus holding the noney at the Treasury rate) and
makes the deci sion.

To reach a decision nmanually, the calculation is as
fol | ows:

Effective Discount % Days In Year
Annual = e X ===
Discount 100% - Disc % Days 1In Days 1In
Rate Pmt Pd - Disc Pd
Example: Current value of fund rate: 9%
Discount Terms: 2% /10 : net 30

.02 360
—————————— X =-===—-- = .36 (or 36%)
1.00 - .02 30 - 10

In this case, the Effective Annual Di scount Rate
exceeds the cvf, so the di scount woul d be taken.

D scounts may be taken only after the products/services
have been accepted at the Departnent. An invoice may
not be paid early to take advantage of a discount if

t he goods or services have not been accepted.

The invoi ce date, not the pronpt paynent start date, is
the date used to begin the availabl e di scount peri od.
Because of this requirenent, sone discounts may be | ost
before receipt of the vendor's invoice. This is nore
i kely when the paynent office is not the designated

billing office (See Successful Strategies). The
di scount period runs fromthe day after the invoice
date through the discount date. |If no date is placed

on the invoice by the vendor, the discount period
begins on the date a proper invoice is received by the
of fice designated to receive the invoice, provided that
the office annotates the date of receipt.

Example: Discount terms are generally stated in the
form 2/20, N/30, meaning that a discount of 2% may be
taken 1T paid within 20 days, or the net (full) amount
must be paid in 30 days. |If these are the discount
terms, and the vendor®"s invoice i1s dated January 3, the
discount payment due date i1s January 23. If the vendor
does not date the invoice, and the office designated to
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receive the iInvoice receives the iInvoice on January 7,
the discount payment due date is January 26.

For discounts offered in percentage terns, the anount
used for cal culation includes shipping, freight and
related charges. Therefore, the discount is a
percentage reduction fromthe gross anount of the

i nvoi ce unl ess ot herwi se specified on the contract or
purchase order. |f the vendor advises that discounts
may only be taken on the cost of the item we nust
manual |y recal cul ate the di scount and enter this figure
in the DI SCOUNT AMI field on the second P3 screen (for
A/ P paynents).

When a discount is offered, the Departnent may pay the
di scounted anount only if paynent is made within the
specified tinme period. Paynents should be nade as
close to, but no later than the discount date.
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A.

I1. Reporting

Introduction: Al major Federal Agencies nust report
detailed pronpt pay information annually to OVMB. The format
for the report was developed in the original Act, and
nmodified in the 1988 revision. This report is due to OVB on
or before Novenber 30. A quarterly report has al so been
required since the third quarter of 1992.

OCFO consol i dates departnental data for pronpt pay reporting
from

1. The P118 report for paynents nmade through the Accounts
Payabl e subsystem of DOLAR$, and

2. Each of the servicing finance offices quarterly for
paynments nmade outside the Accounts Payabl e subsystem

Format and Explanation of Entries to be Made in Reports by
the Servicing Finance Offices: Followng is an explanation
of each field on the OMB quarterly and annual reports.

l. Invoices paid which are subject to the PPA (rev. 1988). See the Questions and Answers
(p- A-35) for a detailed description of invoices subject to the PPA.

A. Total dollar value of invoices paid (of the invoices included in I.B. below).
B. Total number of invoices paid subject to the PPA.
I. Invoices paid late
A. Dollar value of invoices paid late (after the due date, not after the grace period,
regardless of whether interest was actually paid). This does not include the

amount of the interest.

B. Number of invoices paid late, regardless of whether interest is paid. Source:
Calculated: (11.C.2 + 1I.F.1.b)

C. Late payment interest penalties paid.
1. Late payment interest amount (interest paid for late payments in 11.C.2.
below).

2. Number of interest penalties actually paid.
3. Relative Frequency. Source: Calculated: (11.C.2/1.B)

D. Penalties paid for failure to pay interest.
1. Dollar amount of penalty payments (for penalties in I1.D.2 below).
2. Number of penalty payments paid.
3. Relative Frequency. Source: Calculated: (11.D.2/1.B)

E. Reasons why interest or other late payments and penalties were incurred. The
following six reasons are ranked from highest (1) to lowest (6), according to the
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frequency of occurrence in the report to OMB. Finance Offices report number of
instances so that they can be summed to a department total. The A/P system will
be revised to report the number of instances.

1. Delay in paying office's receipt of
A. Receiving Report
B.  Proper invoice
C. Purchase order or contract

2. Delay or error by paying office in:
A. Taking discount
B.  Notifying vendor of defective invoice
C. Computer or other system processing

F. Interest and other late payment penalties which were due but not paid.

1. Total
a. Dollar amount of interest. Source: Calculated: (Il.F.2.a + 11.F.3.a)
b.  Number of payments. Source: Calculated: (Il.F.2.b + 11.F.3.b)

2. Because payments were less than $1.00
a. Dollar amount of interest (for penalties in II.F.2 below).
b.  Number of penalties less than $1.00.

3.  For other reasons
a. Dollar amount of interest.
b.  Number of payments.
c.  Text description of other reasons why interest and other late payment
penalties were not paid.

Invoices paid 1-15 days after due date. For OMB reporting, this applies only to contracts
prior to April 1, 1989 (of which the Department has none). The P118 continues to show
how many payments are made within 15 days after the due date (regardless of the
contract date).

A. Dollar amount. NO REPORTING REQUIRED from Finance Offices.
B. Number. NO REPORTING REQUIRED from Finance Offices.
C. Relative frequency. NO REPORTING REQUIRED from Finance Offices.

Invoices paid early. This includes all invoices paid 8 or more days (i.e., greater than 7)
before the due date.

A. Subject to a determination - if management elects to pay a vendor early because
it is in the best interest of the government to do so.

1. Dollar amount (of the invoices included in IV.A.Il. below).

2. Number paid early at election of management.
3. Relative Frequency. Source: Calculated: (IV.A.2./1.B)

B. Not subject to determination - paid early in error.
1. Dollar amount (of the invoices included in IV.A.ll. below).
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2. Number paid early in error.
3. Relative Frequency. Source: Calculated: (IV.B.2./1.B)

V. Discounts
A. Number available. All that were offered, regardless of receipt date or terms.
B. Number of discounts taken (i.e., paid during the discount period).
C. Number not taken because they were not economically justified (i.e., the amount

of the discount did not exceed the value of holding on to the money).

D. Reasons why discounts were not taken. These are listed in order of frequency.
The number of instances should be reported by the Finance Offices so that they
can be totalled for the department.

VI. Data by payment center. The following items are listed for each Finance Office.

A. Number of invoices paid. (Equal to 1.B)

B. Number and dollar amount of interest penalties. (Equal to II.C.2 and II.C.1).
VII. Frequency distribution of late payment interest penalties. This shows how many late

payments were made in different dollar categories.

VIII. Description of agency payment practices. Finance Offices provide a brief description of
their bill-paying procedures. Information is consolidated by OFPS.

IX. Progress made. Finance Offices describe significant progress in any aspect of their bill-
paying process. Information is consolidated by OFPS.

X. Quality Assurance. Finance Offices describe new developments which support Prompt
Pay quality assurance in their bill-paying areas. Information is consolidated by OFPS.

XI. Designated agency contacts. Finance Offices submit a contact person for prompt
payment activities, which is maintained by OFPS. OFPS lists its contact person in the
OMB report.

XIl. Certification. This is signed by the authorized official.
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A.

111. Prompt Payment Quality Control

Introduction: As a result of Congressional interest, OVB
has mandated various quality control requirements including
i ssuance of a guide like this and the periodic reporting
described in the preceding section. The Departnent uses
statistical sanpling to nonitor its performance and to
assure the accuracy of the information reported. Sanpling
for Pronpt Paynment data occurs after the paynents have been
made, and shoul d not be confused with sanpling prograns such
as the sanpling of travel vouchers for paynent purposes.
Two statistical sanpling applications are included in the
Department's Pronpt Paynment Act quality control program

1. Validation: To confirmthe accuracy of Pronpt Paynent
Act reports generated by certain paynent systens.
Val i dation involves selecting (sanpling) paynents nade
in a reporting period, confirm ng by voucher
exam nation that the system has been used properly and
thus validating the reports generated by the system

2. Generation: _To conpile Pronpt Paynment Act reports for
systens that cannot generate those reports. This
procedure invol ves sel ecting (sanpling) paynents,
exam ni ng the vouchers that support such paynents, and
then extrapol ating (generating) data for the entire
popul ati on of paynents fromthe sanple.

This section describes procedures to follow for the two
sanpling applications, and concludes with a chart that
identifies the appropriate application for each servicing
finance office. \Wich application to use for a given system
i s dependent upon whether procedures are in place and used
to conpile the OMB reports. It is also possible that,

within a given system both procedures may be applicable.
Not e that sanpling procedures for paynments made through the
Al P subsystem are discussed in part F.

Sampling Methods for Validation and Generation: To conply
with the Departnent's quality control program

1. Paynents nade either manually or through autonated
bill-paying systens should be statistically sanpled by
a certifying officer or designated accountant not
directly involved in voucher processing.

2. Dependi ng on the information avail able, either the
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validation or generation application will be used to
assure data accuracy. Both use the "systematic"
sanpling technique. This involves selecting every Kth
itemfromthe sanpling unit, where Kis arrived at by
di vidi ng the popul ation size by the sanple size.

EXAMPLE: If 300 payments were made in a quarter, the
sample size 1s 70, a sampling interval of four (4) is
appropriate. Starting with a random number between 1
and 4, select every 4th payment. Pull all iInvoices
that support the payment sample. (Note: Random or
other sampling methods must be pre-approved by OCFO.)

3. The sanple size is determ ned by the nunber of itens in
t he paynent popul ati on for each payment method. The
table below is used to select the appropriate nunber of
itens to sanple (for quarterly data). Sanple sizes are
determ ned based on a confidence interval of 90%
sanpl e precision of 4% and expected error rate of 5%

Popul ati on Si ze Sanpl e Size
300- 500 70
501-1, 000 75
1, 001+ 80

| f the percentage of errors in a sanple is particularly
hi gh, OCFO wi || advise the servicing finance office of
any adjustnents to the sanpling that should be nmade in
t he succeedi ng quarter.

C. Procedures to Validate Information for OMB Reports: Use the
foll ow ng procedures for quarterly validation by statistical
sanpl i ng:

1. Rank all paynments in date order and determne the tota
nunber made in the quarter.

2. Est abl i sh sanpl e size pursuant to B. above.

3. For each itenf in the sanple, prepare the follow ng

information as recorded in the recordkeepi ng system
(manual or autonated):

4 \When several invoices have been conbined into one paynent
transaction, all such invoices nust be examned. Errors on any
one of the invoices invalidates the paynent.

A-21 R- 2/ 94



| nvoi ce Nunber (s)

Start Date(s) (cal cul ated)
Paynent Due Date(s) (cal cul ated)
Pai d Date

Earl y/ On-Ti nme/ Late (cal cul at ed)
Reason Paid Late (text)

Amount of | nvoice Paynent

Amount of Penalty Paynent

D scount Avail abl e

D scount Taken

T Fe a0 oo

4. Once the sanple has been sel ected and the above
informati on conpil ed, analyze the original invoice(s)
and rel ated docunents. The analysis should incl ude:

a. Revi ewi ng each itemin C 3. above
b. Recal cul ating start date(s)
C. Recal cul ati ng due date(s)
d. Recal cul ati ng di scount
e. Recal cul ati ng penalty
5. Conmpare analytical results (fromC. 4.) wth the actua
paynment data fromthe recordkeeping system Docunent
results.

6. Submt a quality control report quarterly to the OCFO
that provides the follow ng information:

a. The total nunber of paynments in the popul ation.
b. The nunber of paynents sanpl ed.
C. The nunber of sanpl ed paynents accurately recorded

in the recordkeeping system(i.e., all data
el enents, C 3.a. through j., were correct for al
i nvoi ces that support the paynent transaction).
d. For each data elenment in the sanpled paynents, the
nunber of tinmes the analytical results did not
mat ch the actual data in the recordkeeping

syst en?.
D. Procedures to Generate Information for OMB Reports: Use the
foll ow ng procedures for quarterly generation by statistical

sanpl i ng:

5> Because invoices nay be conbined into one paynent
transaction, the nunber of errors will not necessarily relate to
t he nunber of paynents.
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1. Rank all paynments in date order and determne the tota
nunber made in the quarter.

2. Est abli sh sanpl e size pursuant to B. above.

3. Sel ect sanpl e paynents fromthe popul ation. The
followwng itens wll be tracked for reporting purposes:

a. $ val ue of the invoice
b. # of invoices (subject to the Pronpt Pay Act)
C. $ value of invoices paid |late
d. # paid late
e. # interest penalties paid
f. $ additional penalties paid
g. Reason for interest penalty
h. $ interest less than 1. 00 not paid
i # interest less than 1.00 not paid
j. $ interest greater than $1.00 not paid
K. # interest greater than $1.00 not paid
l. $ paid early due to nanagenent deci sion
m # paid early due to managenent deci sion
n. $ paid early in error
0. # paid early in error
p. # di scounts avail abl e
g. # di scounts taken
r. # di scounts not economcally justified
S. Reason for discounts not taken
4. Anal yze each sanpl e paynent® by a new determ nati on of

each of the follow ng:

| nvoi ce Nunber (s)

Start Date(s)

Paynent Due Date(s)

Pay Date

Earl y/ On-Ti ne/ Lat e

Reason Paid Late

Amount of | nvoice Paynent
Amount of Penalty Paynent
Di scount Avai l abl e

Di scount Taken

Reason for Discount Not Taken

AT T FQ@ oo

6 When several invoices have been conbined into one paynent
transaction, all such invoices nust be exam ned. Errors on any
one of the invoices invalidates the paynent.
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5.

Submit a quality control report quarterly to OCFO t hat
provi des the follow ng information:

a.
b.
C.

The total nunber of paynments in the popul ation.
The nunber of paynents sanpl ed.
The nunmber of paynents accurately recorded in the

recordkeepi ng systemfor all elenents, i.e., al
data elenents, D.4. (a. through k.), were correct
for all invoices that support the paynent

transacti on.

(NOTE: If, for a given system both validation and
generation techni ques are used, one sanple should
be selected for both. The nunber of paynents
accurately recorded wll reflect those fromboth
C.3. and D. 3.).

For each data elenent in D.4, the number of times
the reviewresults did not match the act ual
transacti on record.

The projected figures for each data elenment in D. 3
for the entire population. To project reporting
figures, divide all nunbers and anmounts by the
fraction of the population used in the sanple for
each data el enent.

EXAMPLE: If the population size i1s 1000, and the
sample size is 75, divide all figures by .075 to
determine projected numbers to report.

Procedures Used for Mixed Validation/Generation Quality

Control:

Because systens may provi de inconplete

recordkeeping and/or reports, it is sonetinmes necessary to
use both net hods.

1

Det erm ne which of the itenms fromD.3 (a. through s.)
are not avail able as output fromthe recordkeeping
system

Sel ect a sanple size fromthe entire popul ati on w t hout
regard to availability of data elenents fromthe
recordkeepi ng system

For those data el enents available fromthe
recordkeepi ng system use the validation nethodol ogy
described in C. 3-5.

For those data el enents not avail able fromthe
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recordkeepi ng system use the generation nethodol ogy
described in D. 3-4.

Submit a two-part quality control quarterly report to
t he OCFO anal ogous to C. 6 and D.5 above.

Sampling Method for Validating Prompt Payment Reporting by
the Accounts Payable Subsystem of DOLAR$: OCFO and
servicing finance offices will share responsibility for the
quality control program performng the follow ng:

1

OCFO staff enter the follow ng paraneters into the AP
subsystem each quarter to generate a random sanpl e of
paynments: Docunent Type, lnvoice anmount limt,
Equation synbol (i.e., ">" an invoice anount), Sanpling
preci sion, Confidence |evel, Confidence interval, and
Error rate.

OCFO staff distribute sanple paynent data to the
servicing finance offices, where a certifying officer
or designated accountant not directly involved in
voucher processing (e.g. from another agency, or

anot her governnent departnent) uses file docunents and
the P4 screens in the Accounts Payabl e subsystemto
verify the follow ng systeminformation:

a. | nvoi ce recei pt date(s) match(es) system| og
date(s).

b. Receiving report date(s) matches systemreceiving
report date(s).

C. Paynent anmount mat ches system paynent anount.

d. D scount percent and due date matches system
di scount percent and due date.

e. The paynent date matches the system paynent date.

The results are docunented by the servicing finance
of fice.

The servicing finance office submts a report quarterly
to the OCFO that provides the follow ng information

a. The nunber of paynents accurately recorded in A/ P.
(i.e., all data elenents, E.2.a. through e., were
correct for all invoices that support the paynent
transacti on.

b. For each data el enment, the nunber of tinmes the

original docunents did not match the results in
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t he Accounts Payabl e subsysten.

5. OCFO staff verify the following for all paynents:

a. The schedul e date for the paynent was three days
prior to the due date.
b. The paynent was made by Treasury in a tinely

manner based on the schedul e date.
Table of Finance Offices and Sampling Requirements
The table on the foll ow ng page indicates what sanpling

application(s) are required for each servicing finance
of fice.

’ See Footnote 5.
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Table of Finance Offices and Sampling Requirements

Finance Offices AP Other Auto Manuals Manuals
Subsystem Systems < 300/qtr > 300/qtr
Boston VP T
New York VP
Philadelphia VP
Atlanta VP T
Chicago VP T
Dallas VP \Y
Kansas City VP T
Denver VP T
San Francisco VP T
Seattle VP \Y
OSHA VP T
MSHA VP V
NCSC VP
BLS VP
ESA Black Lung V,G
ESA FECA V,G
ESA Longshore V,G
ESA S&E VP
ETA VP V
Key':
V - Validate data output froma manual or automated system

G -
VP -
T -

except A/P. (Required if greater than 300 (quantity) or $10
mllion manual paynents per quarter.)

CGenerate data for OVB reporting.

Val i date A/ P dat a.

Track OVB data during bill-paying process, and report

cunmul ative data provided there are | ess than 300 paynents
val ued under $10 million. No sanpling is required since the
reporting results would have a relatively insignificant
effect on the Departnent's overall PPA perfornmance.
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Addendum A
Glossary of Financial Terms

Any invoice paid (Treasury check date) from seven days prior to
t he paynment due date up to and including the due date.

The follow ng definitions are inportant in understandi ng and

i npl enenting the Pronpt Paynent Act

ACCEPTANCE - Acknow edgenent by the Departnent that the goods or
services received agree with the order.

ACCRUE FUNDS - The shift of funds from unliqui dated obligations
to accounts payabl e.

APPL| CABLE | NTEREST RATE - The interest rate used in paying

i nterest under the Pronpt Paynent Act, i.e., the current val ue of
funds (cvf) rate established by the Secretary of the Treasury.
(Certain tariffs, particularly fromutility conpani es, establish
other interest rates, and rates may al so be specified in contract
terms.) The cvf is referred to as the "Renegotiation Board of
Interest Rate" and is published sem annually (about January 1 and
July 1) in the Federal Register. 1In addition, the Ofice of

Chi ef Financial Oficer issues the sem annual rates to the DOL
agenci es.

CERTIFIED INVOCE - An invoice with a stanp indicating date of
acceptance, and signed by the receiving officer.

CONTRACT - Any | egally-binding agreenent, including rental and

| ease agreenents, purchase orders, delivery orders, service
contracts, and bl anket purchase agreenents between the Departnent
and a vendor. A contract nust have the follow ng information
(see OMB Circular No. A-125 for special requirenents for
construction contracts and farm producers):

- Paynent due date(s);

- A notation that partial paynents are prohibited in the
contract, if applicable;

- When appropriate, a stated period of tine foll ow ng
delivery to inspect and/or test property furnished or
eval uate services perforned,

- Nanme (where practicable), title, tel ephone nunber, and
conplete mailing address of officials of the
governnment's office designated to receive the invoice
and of the vendor receiving paynment; and

- Ref erence to requirenents under the Pronpt Paynent Act
i ncludi ng the paynent of interest penalties on |ate
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i nvoi ce paynents.

CONTRACTOR - See VENDOR

DATE OF RETURN OF | MPROPER I NVO CE - The date the properly
annot at ed defective invoice is mailed back to the vendor.

DAY - Cal endar day, including weekends and hol i days, unless
ot herwi se i ndi cat ed.

DESI GNATED BI LL- PAYI NG CFFI CE - The place naned in the contract
or purchase order where invoices are to be sent. Also referred
to as the office first designated to receive the invoice.

DI SCOUNT - An offer nade by a vendor (either on the contract or
purchase order, or the invoice) for a decrease in the price of
goods and/or services in exchange for paynent within a specified
period of tine.

DI SCOUNT DATE - The date by which a specified reduction in
paynment amount may be taken if paynent is made. The last date in
t he di scount peri od.

DUE DATE - The date by which paynent should be nmade by Treasury.
See page 6 for cal cul ation.

FI NANCE OFFICE - Any DOL office which processes and schedul es
bills for payment. This includes regional OASAM Fi nance O fi ces,
NCSC, and National Ofice agency bill-paying offices.

INVOCE - Awitten request for paynent froma vendor for goods
or services rendered. Also see "PROPERLY PREPARED | NvO CE"

| N\VO CE DATE - The date placed on the invoice by the vendor
CGenerally the date issued by the vendor.

ON Tl ME PAYMENT - Full paynent made anytinme from seven days prior
to the paynent due date up to and including the due date.

PAYMENT DATE - The date appearing on the Treasury check or the
date an el ectronic paynent (Vendor Express/ACH) is received at
the vendor's financial institution.

PROPER(LY PREPARED) I NVAO CE - An invoice that contains:

- Name of vendor;
- Dat e of invoice;
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Contract nunmber, or other authorization for delivery of
property or services;

Description, price, and quantity of goods or services;
Shi ppi ng and paynent terns;

Q her substantiating docunentation or infornmation as
requi red by the contract;

Nane, title, phone, and mailing address to whom paynent
is remtted; and

Vendor SSN or EIN. (The EINSSN is not required by
law, but is required by the A/P subsystemin order to
process a paynent.)

PROPER(LY PREPARED) RECEI VI NG REPORT - a receiving report that

cont ai

ns the foll ow ng:

Contract or Purchase Order nunber;

Descri ption of goods or services;

Quantities of goods received;

Dat e(s) received and accepted; and

Signature, nane, title, phone, and mailing address of
receiving official.

PURCHASE CRDER - A small contract.

QUALI TY CONTROL - A programwi th the follow ng el enents intended

to assure conpliance with the Pronpt Pay Act:

Sound witten procedures issued and foll owed.
Statistically valid random or other sanples with
establ i shed confidence | evels used to draw revi ew
cases.

Periodi c reviews conducted i ndependently of the paynent
process, use original docunents, and recal cul ate due
dates, discount periods, etc.

Results used by agency managenent to assess performance
agai nst established standards and ensure corrective
action.

Data used to prepare annual reports to QVB.

Coverage of the entire agency.

Agency | nspector General (1G validation

RECEI PT OF GOODS OR SERVI CES - The date goods or services are

accepted by the Departnent.

RECEI PT OF INVA CE - For the purpose of determ ning a due date
(and the date on which interest will begin to accrue), the LATER
of the foll ow ng dates:
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- The date a proper invoice is received in the office
designated to receive the invoice. This is the
"received on" date, and nust be stanped or witten on
the invoice, -OR

- The date the goods or services are accepted. (The
receiving office has seven days fromthe date the goods
or services are delivered to accept them |If
acceptance does not occur wthin the seven days after
recei pt, then the seventh day after the "received on"
date automatically becones the acceptance date for
determ ni ng when paynent is due.)

NOTE: If the office designated to receive the invoice
fails to put the date received on the invoice, the date
t he vendor dated the invoice automatically becones the
"received on" date.

RECEI VI NG REPORT - Witten evidence of recei pt and acceptance of
goods or services. See PROPERLY PREPARED RECEI VI NG REPORT.

UNDELI VERED ORDERS - Unl i qui dated obligations.

VENDOR - Any person or organi zation engaged in a profession,
trade, or business; and not-for-profit entities (including State
and | ocal governnents, but excluding Federal entities) doing
busi ness with the Departnent. Sanme as Contractor, the term used
in OMB Circular No. A-125.
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Addendum B

Questions and Answers about Prompt Payment

A. General

Q:
A

>0

What 1nvoices are subject to the Act?

Al direct paynents to commercial vendors, state and

| ocal governnents, and individual vendors for products
or services rendered.

Paynents not governed by tariffs to utility conpanies
are subject to the Act. Although regular utility
service is not covered, contracting with an electric or
t el ephone conpany to install a specific piece of

equi pnent is. See Section 2.b. of Grcular No. A-125
for detail ed explanation.

Addi tional valid pronpt pay paynents:

 GTIR billings (e.g., for airline tickets)

* Parking invoices (even if paid in advance)

* Public agencies (i.e., county courts, sheriffs as
process servers, etc.)

Subscriptions (even if paid in advance)

Travel Managenent Center (TMC) paynents

Governnment Bill of Lading (GBL) paynents

Transportation bills (to commercial carriers,
i ncl udi ng those governed by GSA-set rates)

 Wtness Fees for Expert Wtnesses

* Enrollnents (training)

What i1nvoices are not subject to the Act?
The foll om ng paynent types are not governed by the
PPA:

 Gants* (may be entitled to interest penalty under

t he Cash Managenent | nprovenment Act of 1990 - See

DLMS- 6, Section 921)

| nprest Fund Paynents (SF-1164)

| mprest Fund Repl eni shnent

I nterest on FECA paynents

I nterest on OACP cl ai ns

Medi cal /1 egal fees not paid as a result of enployer
bankr upt cy*

 Medical Treatnent Benefits*

* OSHA contracts (grants)

e Ot her Federal agencies/ OPAC
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* Post nast er

SF- 1034 Public Vouchers
SI BAC bill'ings

Tel ephone (nmonthly bills)
Tort clains

Travel vouchers (SF-1012)

e Uility bills where rates and interest are set by
tariffs

 Vendor paynents direct froman inprest fund

« Weekly mai ntenance all owances for clainmants in rehab

pl ans
 Wtness Fees (for federal enployees; non-expert
W t nesses)

* These paynents generally occur in National Ofice

Q:

Q:

A

agenci es.

How does A/P know if the payment is subject to the PPA?
A: The default setting in AAPis Y. To change it
to N, the user nust reset the flag via the P3
screen.

Are we liable for interest charges set by tariffs which
are 1In excess of those set by the PPA?
Yes.

About Payment

Q:
A

How long does the Act give us to pay invoices? Is
there a ''grace period?”

| nvoi ces nust be paid by the due date. The 1-15 day
grace period all owed under the original PPA was

el imnated by the 1988 anendnents.

What i1s the due date when the P.O. is cut after the
services or goods are received, or when it is a
confirming purchase order?

The due date is generally 30 days fromthe "start

date". The start date is the |later of: (a) acceptance
of products or services indicated by a proper signature
and date on a receiving report, or (b) receipt and
dating of a proper invoice by the office designated to
recei ve the invoice.

Are payments to TMC"s for Government Travel Requests
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(GTR"s) covered under the PPA?

Yes -- all paynents to TMC s are covered under the PPA
So are paynents to other vendors who submt GIR s. GSA
contracts with TMC' s or other transportation vendors do
not inpact applicability of the PPA

My TMC claims that they are entitled to payment of
invoices iIn two weeks. Do I have to pay them before 30
days?

| f we have agreed to pay in two weeks through a
contract or purchase order, yes. Oherw se, no.
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When invoices are due for payment on the weekend or a
holiday, what 1s the correct day to make the payment?
For regul ar paynents, when the due date falls on a
weekend or holiday, the paynent nay be nade on Monday,
or the next business day follow ng the holiday,
respectively. The sanme paynent rules do not apply to
di scounts because the due date is nore rigid; for

di scounts falling during a holiday period, paynment nust
be made by the precedi ng regul ar wor kday.

What happens i1f a vendor delivery is made, but part or
all of the delivery i1s not accepted?
The pronpt pay cl ock does not begin until the order has

been accepted. |If there is a dispute, the clock is put
on hold until resolved. The recipient may accept a
partial order. |If this is done, the clock starts for

that portion of the order when received (assumng it is
al ready invoi ced).

When paying for an "enrollment” (e.g., a subscription,
a parking garage, or a class tuition), should the due
date in A/P be overridden during key entry?

Yes, if we have |less than 30 days to pay it under terns
of the enroll nent agreenent.

IT we load and verify payments on a timely basis in the
A/P subsystem, will the bills ALWAYS be paid on time?
Wth rare exceptions, Yes. Those exceptions are:

1. The nunber of paynents we have may not neet
Treasury Departnment m ninmuns for paynents
submtted on magnetic tape. In this situation
paynments are normally pulled in and conbined with
t he previous day; however several paynents
verified just before the due date may be a day
late. Mnimumvolunme will not be an issue once
Treasury upgrades their systemto accept paynents
electronically. This is planned for early 1994.

2. | nvoi ces are sonetinmes assigned an incorrect
object class (e.g., Transportation). Wen this
happens, the paynents need to be corrected before
t hey can be paid.

3. Cccasionally, there is a physical problemw th the
magnetic tape sent to Treasury. If it nust be
returned and recreated, paynents for that day may
be a day late. Once again, the ED interface with
Treasury wll elimnate this problem
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There are some blanket purchase orders with companies
who run a "revolving credit” scheme. Their finance
charges can become significant and 1t i1s often
difficult to meet their timeframes 1If we adhere to PPA
deadlines (i.e., 30 days). The same is true for
telephone bills (we get service charges from the phone
company, but we are timely according to prompt pay).
How should these bills be handled?

Regul ar tel ephone bills are not subject to the PPA. W
shoul d pay according to the paynent terns. Bl anket
purchase orders are subject to pronpt pay. The due
dates are generally set forth in the contract.

Is there a difference between payments processed
through A/P and the SF-1166 schedules with Treasury?

The major differences for bill-paying offices, when
using SF-1166 forns are:
1. Bei ng responsi ble for their own cash transactions

and reconciliation;
2. Ensuring that DOLAR$ is updated with the proper
accounting transactions;

3. Having to manual |y project and cal cul ate due
dates, interest penalties, discount anmounts and
peri ods;

4. Manual | y war ehousi ng i nvoi ces for paynment; and

5. Addi ti onal record-keeping requirenents.

What 1s Fast Pay and when can 1 use i1t? What
safeguards are needed to use Fast Pay practices?

"Fast Pay" is described in detail in the GAO Policy and
Procedures Manual, Title VII, Chapter 7. At first, it
sounds |li ke a great way around the requirenent for a
receiving report prior to releasing paynent. Title VII
goes on to cite A-125 in terns of use by the Executive
Branch. In practice, this rarely applies to DOL
paynments (although it is used to pay Federal Express
and Rocky Mountain VI SA Bankcard i nvoi ces w t hout
receiving reports). A-125 covers this on p. 19.

Can I make an early payment before the 30 day prompt
pay period if my contract stipulates other payment
terms?

Absol utely. Contract ternms between DOL and t he vendor
ALVWAYS override the default dates and anounts as
specified in the PPA
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About Invoices

>0

> O »>» O > O

Do i1nvoices have to be originals or can copies be used?
Does the photocopy have to be a "certified" copy?

| nvoi ces should be originals. |f a photocopy is used,
it must be clearly | abell ed DUPLI CATE

What start date i1s used when an agency does not clock
in an invoice and there is no receiving report?
The date of the invoice (put there by the vendor).

Does the dollar amount of an invoice have anything to
do with whether i1t iIs subject to the Act?
No.

What happens i1f we receive an invoice, but there i1s no
vendor EIN available?

First, call the vendor to get the EIN. If this is
unsuccessful, contact sonmeone with nore authority at
the vendor. |If this also fails, continue to follow up
with the vendor until the EINis determ ned. The
vendor EINis not a required piece of data per the PPA,
but nust be submitted to the IRS for tax purposes, and
is also required entry for the A/P subsystem See
Successful Strategies for sone nethods to avoid this
si tuati on.

Where should we direct vendors to send theilr invoices?
OFPS recommends that all invoices be forwarded directly
to the servicing finance office. Since this office
pays the bills, it offers the maxi mum control over the
fl ow of paper. Sonme offices may find it preferable to
have invoices sent to the ordering (field) office
first, then forwarded to the servicing finance office.
If this nmethod is used, strong internal procedures nust
be in place to ensure that all invoices are forwarded
to the servicing finance office in a tinely manner.

See Successful Strategies for a description of how each
of these nmethods works.

IT a vendor submits an original invoice to an agency
field location, how can the Finance Office be made
aware of this in a timely manner?

It can't, unless soneone in the field calls it in.
This is the major reason why it is reconmmended that

i nvoi ces be sent directly to the servicing finance
of fice.
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What 1s the definition of "a proper invoice?"
See the d ossary, or Review ng the Invoice in Section
l.

What 1s the responsibility of the Finance Office to
return improper invoices to vendors?

| nproper invoices nust be postmarked no later than 7
days fromthe date of receipt. For exanple, if an
invoice is received on the 12th of the nonth, it nust
be returned on or before the 19th. See Review ng the
I nvoice in Section |

Is there a maximum or minimum number of days that the
due date can be overridden in A/P?

Yes. The due date can only be noved closer to the
current date, but no earlier than three days after the
current date. The due date can not be nore than 30
days in the future.

I have a vendor who sends bills to the office ordering
the i1tems rather than the office designated for billing
on the purchase order. As a result the iInvoices are
paid late with interest charges. What can I do about
this situation?

If this continues to happen after the vendor has been
advi sed of the correct address, the ordering office
should return the invoices to the vendor within 7 days
of receipt. See Reviewi ng the Invoice in Section |

Can discounts be applied to freight charges?
Basically, yes, unless specifically prohibited. Check
wi th Procurenent on individual cases which may be in
guesti on.

About Interest Penalties

How often do PPA iInterest rates change? Where can we
find the most current interest rate?

The interest rate is set by Treasury every 6 nonths.
Current rates are published in the Federal Register on
or about Jan. 1 and July 1 each year. Al DOL

Adm nistrative Ofices are notified by neno.

How does the A/P subsystem calculate late payment
interest?

A/ P cal cul ates interest based on the current Treasury
rate and the dates entered into the systemfor the
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i nvoice in question. The system assunes that al
paynments will be nmade (i.e., dated by Treasury) three
days after the invoice is scheduled for paynent. |If
this date falls beyond the due date, A/P nultiplies the
rate by the nunber of days late to calculate interest.

IT an invoice iIs incorrect or in dispute, i1s it still
subject to the Act?

Yes. However, interest is not accrued during the tine
required to resolve the dispute. See Calculating
Interest Penalties in Section I.

IT the prompt payment deadline i1s not met, must we pay
an interest penalty even if the vendor doesn®"t request
it?
Yes.

IT a payment deadline i1s missed by only one or two
days, the interest penalty could be only a few cents.
Must this still be paid to the vendor?

No. Only interest anmounts of $1.00 or nore nust be
pai d.

Whose appropriation is charged late payment interest
when 1t accrues?

Cenerally, the interest penalty is charged to the sane
appropriation as the original bill. An exception to
this is for penalties paid through the FECA
appropriation, which is not authorized to fund

adm ni strative expenses.

How do penalties work when 1 fail to make interest
payments?

This is pretty involved - see Additional Penalties for
detailed information.

I continually receive Rocky Mountain BankCard invoices
and fail to receive timely receiving reports or
certified invoices. What can 1 do?

Talk to the person who is causing the problem Explain
the i npact on your organi zation. Track |ate receiving
reports and advi se nmanagenent where the problens are.
Talk to other offices about how they deal with the
issue. As a last resort, recommend that the card be
cancelled if |ate paynent penalties are substantial.
Refer to the February 18, 1993 neno from Conptroller
and DAPP for specific procedures.
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Q: I inadvertently neglected to pay a vendor interest on a
large contract. What should 1 do?

A Advi se the vendor of the oversight, determ ne how much
is owed, and begin processing to get a check issued.

About Reporting

Q: What can we do to ensure the Department submits
required reports to OMB on a timely basis?

A Return requests for information to OCFO by the due
dates requested. Don't wait until the end of the
reporting period to conpile your statistics. See
Section I1.

Q: Some payments are scheduled early because the purchase
order includes an early payment clause. Are these
separately i1dentified in the A/P reports used for the
OMB report, and are these i1nvoices counted as "early
payments''?

A They are counted as "early paynments" by A/P, as the
override due date does not override the default (30-
day) due date. It is assunmed that these early paynents
are aut horized by DOL nmanagenent

How frequently must | report payments made under the
PPA?

A Beginning wwth the first quarter of FY 1994, servicing
finance offices wll submt detailed pronpt pay
i nformati on each quarter. OCFOw Il use this data to
generate reports that satisfy both quarterly and annual
reporting requirenents to QOVB.

What records do I need to maintain for PPA reporting?
See Record- keeping and Reporting, Section | and |
respectively.

>0

Can 1 use a sampling program to report my prompt
payment performance for manual payments?

A See Statistical Sanpling in Section Il for conplete
i nformation.
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Addendum C
Successftul Operational Procedures or Strategies

Fol |l owi ng are sone of the obvious and not so obvi ous nethods

whi ch are being used to handle issues related to pronpt paynent
of invoices. Mst relate to the processing of adm nistrative
paynents, but a nunber are applicable to covered agency program
paynents as well. |If you see sonething that may work for you
contact the office noted for further information.

A. To assist in problem resolution

1. Regi ster invoices into A/P as soon as they are
received. Not only does this start the pronpt paynent
clock at the right tinme, but also allows inquiry to the
paynment at all future tinmes. (Chicago/ OASAM

2. Set up a |l og sheet for invoices sent out for agency
approval. By having the log sheet, it is easier to
keep track of invoices. (Seattl e/ CASAM

3. Di scuss pronpt paynent issues at regular Admnistrative
O ficer neetings. (Boston/ QASAM

4. Capture copi es of DOLAR$ screens (P2) show ng
regi stered invoices still awaiting certification when
probl enms occur, edit themin WrdPerfect, and send
copies to the Agency Adm nistrative Oficer
( Bost on/ CASAM

5. Fol l ow-up quickly with individuals or their supervisors
when probl ens occur which result in late or early
paynment of invoices. (Boston/ OQASAM

6. War ehouse i nvoi ces which have been verified, but are
not yet due for paynent in a date file. This
sinplifies checking to ensure that all invoices due for

paynment on a particul ar date have been schedul ed.
Useful for both for A/P and manual paynents. (Kansas

G ty/ OASAM
B. To prevent payment problems from occurring
1. Distribute training materials to individuals involved
in the bill-paying process. This includes internal

procedures, the DLMS chapter on Cash Managenent, and/or
this Quide. (Boston/ OASAM
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Update |istings of agency approving officers, with
sanpl e signatures for each, at |east annually. This
enabl es financial staff to determ ne whether an invoice
is properly certified for paynent. (New York/ OQASAM

| ncrease use of the A/P subsystemto pay bills. Once
| oaded and verified, A/P automatically schedul es the
paynment on-tine. (OFPS/ OCFO

Del egate specific types of invoices to certain

i ndividuals. Several kinds of invoices can be assigned
to different individuals to ensure adequate coverage
and cross-training. (Philadel phia/ OASAM

Attach a pre-printed tracking slip to each invoice.

I ndi cate the control nunmber and initial each processing
step as it occurs (i.e., P1, P3, P6, etc.). (San

Franci sco/ OASAM

Encourage better bill-paying performance through

i ncentive awards. Both group and individual awards can
recogni ze performance that exceeds expectations.

( OFPS/ OCFO)

Use a daily nessenger service to the local Treasury
office to ensure pronpt delivery of schedules. 1In the
future, an electronic certification systemis planned
which will further inprove the transfer of information
to Treasury. (ETA)

Determ ne the proper paynent for each nedical service
by a fee schedule built into the automated system
(ESA- Bl ack Lung)

Use a | og book of processed invoices for manual
paynments. This is val uable when information about the
status of a paynent is needed. (NCSC/ OASAM

To ensure discounts are taken

1

Hi ghlight invoices that offer discounts to keep track
of them nore closely. (Atlanta/ OASAM

Modi fy the discount period start date to begin |ater
than the invoice date. This can be done by specifying
that the discount period begin with the |later of
recei pt of invoice or goods/service in the contract or
in the purchase order terns. (OSHA)
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D. To facilitate use of the A/P subsystem

1

Code invoi ce nunbers for tel ephone bills: Mnth (1-
9,X,Y,Z2); Year (2 digits); the seven digit tel ephone
nunber (no area code). (San Franci sco/ OASAM

Modi fy the Rocky Mountain Bankcard invoice nunber. The
vendor has requested that checks be issued by

cardhol der, so the invoice nunber nust be unique to
cardhol der. There are 10 positions in the invoice
nunber field. The followng is one nethod which may be
used to handl e the situation:

Position Description
1-2 Initials of cardholder (or random 2
characters)

3 Last digit of the current year (e.g., 93=3)

4 Region (e.g., PH=3)

5-8 Agency indicator - 4 digits frominvoice
nunber (e.g., 5000=0CSHA)

9-10 Mont h

Require that vendors place their EIN on all invoices.

This can be done by specifying the requirenment in a
contract or indicating this as a condition or termon a
pur chase order. (MSHA)

Inquire on the DQ or TQ screen to determ ne the Vendor
EIN and if the invoice is an accrual before processing
an invoice for paynent. Annotate each invoice as to
whet her or not it is an accrual to allow the exam ner
processi ng the paynent to use the proper transaction
code and decrease the tinme spent going fromone screen
to anot her. (Chi cago/ OASAM

Put invoices, once entered into AP, into due date
folders to assure tinely attention by accounting
technicians for audit.

When a vendor stipulates in witing that interest is
not to be paid when paynent is |ate, change the Pronpt
Payment flag fron Y to N. Although the paynent is
technically a Pronpt Pay paynent, the nunber and
quantity of these paynents will not statistically alter
the information reported to OMB. The A/P systemis not
designed to process this type of paynent w thout

i nterest.
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*3.
*4.

*5.

*6.

*7.

Reference Materials

Addendum D

The Office of the Chief Financial Oficer maintains each of
the followng itens in Washington D.C. Copies are avail able

upon request.

Treasury Financial Mnual, TFM 6-8000, Section 8040

Can be ordered through Treasury.

Federal Acquisition Regulation (48 CFR 32.9 &
Can be ordered through Treasury.

OMB Circular A-123 Internal Controls

OMB Circular A-125 (Rev.) Pronpt Paynent (Dec.

52.232)

12, 1989)

DOL O fice of Accounting periodic internal audit review

pr ocedur es

OVMB Status of Federal Agency Pronpt Paynent -
Congress (February 25, 1992)

"Procedures for Use of Credit Cards for Snul

Copi es provi ded by OCFO on request.
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